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The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly
State Capitol
Sacramento, California 95814

Dear Governor and Legislative Leaders:

The Bureau of State Audits presents its Independent Auditors' Report on the State of California's
general purpose financial statements for the year ended June 30, 1996.  These financial statements
are presented on a basis in conformity with generally accepted accounting principles (GAAP).
The financial statements show that the State's General Fund generated approximately $400 million
more In revenues than it spent for fiscal year ended June 30, 1996.  However, the General Fund
ended the fiscal year with a fund deficit of nearly $800 million.  The GAAP basis statements
include all liabilities owed by the State while the budgetary basis statements that are used to
report on the State's budget do not reflect all liabilities.

We conducted the audit to comply with the California Government Code, Section 8546.4.

Respectfully submitted,

KURT R. SJOERG
State Auditor
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